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OATH OR AFFIRMATION
1, WILLIAM J. DUNAWAY , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
INTL FCSTONE FINANCIAL INC. , a8
of SEPTEMBER 30 »2016 ,are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:
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CHIEF FINANCIAL OFFICER
Title
Kr ys#/ Yl«gph erd
" Notary Public KAVGTIL SHEPHERD
Notary Public - Notary Seal
This report ** contains (check all applicable boxes): Gommisss‘iaéﬁeog f“g:slglg‘tjigcounty
(a) Facing Page. My Commission Expires: August 12, 013
(b) Statement of Financial Condition. _ Gommission Numbep, 130230 ek comd

(c) Statement of Income (Loss).
(d) Statement of Changes in Financial Condition,
(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computation of Net Capital.
(b) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
(i) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.
(1) An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.
(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.
(o) Independent Auditors’ Report on Internal Accounting Control
(p) Schedule of Segregation Requirements and Funds in Segregation — Customers’ Regulated Commodity Futures Accounts
Pursuant to CFTC Rule 1.10(d)2(iv).

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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KPMG LLP

Suite 1100

1000 Walnut Street

Kansas City, MO 64106-2162

Report of independent Registered Public Accounting Firm

The Board of Directors
INTL FCStone Financial Inc.:

We have audited the accompanying statement of financial condition of INTL FCStone Financial Inc. (the
Company) as of September 30, 2016, and the related statements of income, stockholder's equity, cash flows,
and changes in liabilities subordinated to claims of general creditors for the year then ended. These financial
statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on
these financial statements based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis
for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Company as of September 30, 2016, and the results of its operations and its cash flows for the
year then ended in conformity with U.S. generally accepted accounting principles.

The supplemental information contained in Schedules |, I, ill, IV, and V has been subjected to audit procedures
performed in conjunction with the audit of the Company’s financial statements. The supplemental information is
the responsibility of the Company’s management. Our audit procedures included determining whether the
supplemental information reconciles to the financial statements or the underlying accounting and other records
as applicable, and performing procedures to test the completeness and accuracy of the information presented
in the supplemental information. In forming our opinion on the supplemental information, we evaluated whether
the supplemental information, including its form and content, is presented in conformity with 17 C.F.R.

§ 240.17a-5 and 17 C.F.R. § 1.10. In our opinion, the supplemental information contained in Schedules I, 11, lll,
IV, and V is fairly stated, in all material respects, in relation to the financial statements as a whole.

’

KPMe P

November 28, 2016




Y

INTL FCStone Financial Inc.
Statement of Financial Condition
September 30, 2016
(Amounts in thousands, except par value and share amounts)

Assets
Cash and cash equivalents ) 33,582
Cash, securities and other assets segregated under federal and other regulations
(including $618,793 at fair value) 1,075,765
Securities purchased under agreements to resell 608,793
Deposits with and receivables from:
Exchange-clearing organizations (including $922,926 at fair value) 1,313,030
Broker-dealers, clearing organizations and counterparties (including $710 at fair value) 86,137
Receivables from customers, net 16,512
Securities owned, at fair value (includes securities pledged as collateral that can be sold or
repledged of $47,223) 1,376,809
Exchange memberships and stock, at cost 5,684
Deferred income taxes, net 5,380
Property and equipment, net 2,508
Goodwill and intangible assets, net 21,581
Due from affiliates 2,183
Other assets . 6,235
Total assets $ 4,554,199

Liabilities and Stockholder’s Equity

Liabilities:
Payables to:
Customers $ 2,285,445
Broker-dealers, clearing organizations and counterparties (including $2,666 at fair value) 199,584
Affiliates 26,177
Accounts payable and accrued expenses 40,353
Securities sold under agreements to repurchase 1,167,104
Securities sold, not yet purchased, at fair value 566,515
Income taxes payable to INTL FCStone Inc. 17,098

Total liabilities 4,302,276
Commitments and contingencies (note 10)

Stockholder’s equity:
Common stock, $0.01 par value. Authorized 10,000 shares; issued and outstanding 1,000 shares e

Additional paid-in capital 156,553
Retained earnings 95,370
Total stockholder’s equity 251,923
Total liabilities and stockholder’s equity $ 4,554,199

See accompanying notes to financial statements.



INTL FCStone Financial Inc.
Statement of Income
Year Ended September 30, 2016
(Amounts in thousands)

Revenues:
Commissions and clearing fees
Principal transactions, net
Consulting, management, and underwriting
Interest income
Other income
Total revenues
Interest expense
Net revenues

Costs and expenses:
Compensation and benefits
Clearing and related expenses
Introducing broker commissions
Management services fees to affiliates
Communications and information
Occupancy and equipment rental
Legal and professional fees
Travel and business development
Depreciation and amortization
Bad debts
Other expenses

Total costs and expenses

Income before income taxes
Income tax expense
Net income

See accompanying notes to financial statements.

177,834
112,451
22,049
46,522
25
358,881
15,671
343,210

99,907
107,383
36,259
17,732
12,648
4,596
2,996
5,023
2,552
1,596
5,098
295,790

47,420
19,408
28,012



INTL FCStone Financial Inc.
Statement of Stockholder’s Equity
Year Ended September 30,2016
(Amounts in thousands)

Balance, September 30, 2015
Net income
Capital distribution to Parent
Dividend to Parent

Balance, September 30, 2016

See accompanying notes to financial statements.

Additional Total
Common Paid-In Retained Stockholder’s
Stock Capital Earnings Equity
$ -— § 157,063 $ 87,108 $ 244171
e — 28,012 28,012
—_ (510) — (510)
— — (19,750) (19,750)
$ ~— § 156,553 § 95370 $ 251,923
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INTL FCStone Financial Inc.
Statement of Cash Flows
Year Ended September 30, 2016
(Amounts in thousands)

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation and amortization

Provision for bad debts

Deferred income taxes

Changes in operating assets and liabilities:

Cash, securities and other assets segregated under federal and other

regulations
Securities purchased under agreements to resell

Deposits with and receivables from exchange-clearing
organizations, broker-dealers, clearing organizations and counterparties

Receivables from customers and notes receivable, net

Securities owned
Due from affiliates
Other assets

Payable to customers

Payable to broker-dealers, clearing organizations and counterparties

Income taxes payable to INTL FCStone Inc.
Securities sold under agreements to repurchase
Securtties sold, not yet purchased
Accounts payable and accrued expenses
Net cash provided by operating activities
Cash flows from investing activities:
Purchase of property and equipment
Purchase of exchange memberships
Net cash used in investing activities
Cash flows from financing activities:
Dividends to Parent
Net cash used in financing activities
Net increase in cash and cash equivalents
Cash and cash equivalents - at beginning of period
Cash and cash equivalents — at end of period

Supplemental disclosures of cash flow information:
Cash paid for income taxes
Cash paid for interest

See accompanying notes to financial statements.

o5 o5

28,012

2,552
1,596
329

(366,622)
(284,044)

58,750
(7,219)
(13,452)
2,884
(1,636)
325,749
9,099
1,409
159,774
107,728
913
25,822

(226)
(113)
(339)

(19,750)

(19,750)
5,733
27,849
33,582

17,159
15,603
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INTL FCStone Financial Inc.
Statement of Changes in Liabilities Subordinated to Claims of General Creditors
Year Ended September 30, 2016
(Amounts in thousands)

Subordinated borrowings as of September 30, 2015
Maturities
Repayments
Renewals
Issuances
Subordinated borrowings as of September 30, 2016

See accompanying notes to financial statements.



INTL FCStone Financial Inc.
Notes to Financial Statements

September 30, 2016

Note 1 - Summary of Significant Accounting Policies and Related Matters

(2)

(b)

Description of Business

INTL FCStone Financial Inc. (“the Company™), a corporation, was organized under the laws of the
State of Florida on May 29, 1998. The Company is a wholly owned subsidiary of INTL FCStone Inc.
(the “Parent” or “INTL FCStone™).

The Company operates three primary divisions, including the Equities Division, the FCM Division -
afutures commission merchant (“FCM”) and the Rates Division, an institutional dealer in fixed income
securities.

The Company is a registered broker-dealer with the Securities and Exchange Commission (“SEC”)
and is a member of the Financial Industry Regulatory Authority (“FINRA™) and the Municipal
Securities Rulemaking Board (“MSRB”). In addition, the Company is a registered FCM and a member
of various commodities and futures exchanges in the United States (“U.S.”) and abroad and,
accordingly, is subject to the exchanges’ various requirements and the regulatory requirements of the
U.S. Commodity Futures Trading Commission (“CFTC”).

Through its Equities Division, the Company makes markets in international equities, American
Depository Receipts (“ADRs”) and Global Depository Receipts (“‘GDRs”). The Company deals in
trading international bonds and fixed income securities. The Company also provides global brokerage
services to institutions and individual investors, including hedge funds, pension funds, broker-dealers
and banks located in Latin America, North America and Europe. The Company participates in
underwriting and trading in municipal securities. The Company clears its securities transactions
primarily through Pershing LLC, a BNY Mellon company (“Pershing”), and Broadcort, a division of
Merrill Lynch, Pierce, Fenner & Smith, Inc. (“Broadcort”) 6n a fully disclosed basis.

Through its FCM Division, thc Company provides risk management consulting, execution and clearing
services in futures and options on futures contracts for its producer, processors and end-user customers,
primarily in agricultural and energy commodities. In addition, the Company seeks to provide
competitive and efficient clearing and execution services to the institutional and professional trader
market segments.

Through its Rates Division, the Company acts as an institutional dealer in fixed income securities,
including U.S. Treasury, U.S. government agency, agency mortgage-backed and agency asset-backed
securities, and has a client base consisting of asset managers, commercial bank trust and investment
departments, broker-dealers and insurance companies.

The Company conducts business activities throughout the U.S. and abroad, with offices or a presence
in 14 states, China, Brazil, England, Singapore, Argentina, Paraguay and Columbia. Transactions in
international markets are primarily settled in U.S. dollars.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America (“U.S. GAAP”) requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. The most significant of these estimates and assumptions relate to fair
value measurements for financial instruments and investments, revenue recognition, the provision for
probable losses from bad debts, valuation of goodwill and intangible assets, income taxes and

6
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INTL FCStone Financial Inc.
Notes to Financial Statements

September 30, 2016

contingencies. These estimates are based on management’s best knowledge of current events and
actions the Company may undertake in the future. The Company reviews all significant estimates
affecting the financial statements on a recurring basis and records the effect of any necessary
adjustments prior to their issuance. Although these and other estimates and assumptions are based on
the best available information, actual results could be materially different from these estimates.

Foreign Currency Translation

The value of foreign currency, including foreign currency sold, not yet purchased, is converted into
its U.S. dollarequivalent at the foreign exchange rate in effect at the close of business on September 30,
2016. For foreign currency transactions completed during the fiscal year, the Company utilizes the
foreign exchange rate in effect at the time of the transaction. Foreign currency gains and losses are
included in ‘principal transactions, net’.

Cash and Cash Equivalents

The Company considers cash held at banks and all highly liquid investments to be cash and cash
equivalents. Cashand cash equivalents include cash and foreign currency not deposited with or pledged
to an exchange-clearing organization.

Cash, Securities and Other Assets Segregated Under Federal and Other Regulations

In accordance with requirements of the Security Exchange Act of 1934, the Company maintains
separate accounts for the benefit of securities customers. In addition, pursuant to requirements of the
Commodity Exchange Act, funds deposited by customers relating to futures and options on futures
contracts in regulated commodities must be carried in separate accounts, which are designated as
segregated customer accounts. The deposits in segregated customer accounts are not commingled
with the funds of the Company.

At September 30, 2016, cash, securities and other assets segregated under federal and other regulations
consisted of the following (see additional fair value disclosures in Note 4) (in thousands):

Cash held at banks and other assets - segregated $ 456,972
Commodities warehouse receipts 23,252
Securities - segregated 595,541

$ 1,075,765

Securities Financing Transactions

The Company, through its Rates Division, enters into securities purchased under agreements to resell
and securities sold under agreements to repurchase primarily to finance financial instruments, acquire
securities to cover short positions or to acquire securities for settlement.

These agreements are recorded at their contractual amounts plus accrued interest, The related interest
is recorded in the statement of income as intcrest income or interest expense, as applicable. In
connection with these agreements and transactions, it is the policy of the Company to receive or pledge
cash or securities to adequately collateralize such agreements and transactions in accordance with
general industry guidelines and practices. The value of the collateral is valued daily and the Company
may require counterparties to deposit additional collateral or return collateral pledged, when
appropriate. The carrying amounts of these agreements and transactions approximate fair value due
to their short-term nature and the level of collateralization.
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INTL FCStone Financial Inc.
Notes to Financial Statements

September 30, 2016

Deposits with and Receivables from and Payables to Exchange-Clearing Organizations, Broker-
Dealers, Clearing Organizations and Counterparties

As required by the regulations of the CFTC, customer funds received to margin, guarantee, and/or
secure commodity futures transactions are segregated and accounted for separately from the general
assets of the Company. Deposits with exchange-clearing organizations pertain primarily to deposits
made to satisfy margin requirements on customer and proprietary open futures and options on futures
positions and to satisfy the requirements set by clearing exchanges for clearing membership. Deposits
with and receivables from and payables to exchange-clearing organizations, broker-dealers, clearing
organizations and counterparties are reported gross, except where a right of setoff exists.

In addition to margin, deposits with and receivables from exchange-clearing organizations include
guaranty deposits. The guaranty deposits are held by the exchange-clearing organization for use in
potential default situations by one or more members of the exchange-clearing organization. The
guaranty deposits may be applied to the Company’s obligations to the exchange-clearing organization,
or to the exchange-clearing organization’s obligations to other clearing members or third parties.
Deposits with clearing organizations also includes cash on deposit with Pershing and Broadcort, as a
condition of their clearing relationships.

The Company maintains customer omnibus and proprictary accounts with other clearing organizations,
and the equity balances in those accounts along with any margin cash or securities deposited with the
clearing organizations are included in deposits with and receivables from broker-dealers, clearing
organizations and counterparties.

Receivables from exchange-clearing organizations primarily comprise amounts due from or due to
exchange-clearing organizations for daily variation settlements on open futures and options on futures
positions. The variation settlements due from or due to exchange-clearing organizations are settled in
cash on the following business day.

Deposits with and receivables from exchange-clearing organizations also include the unrealized gains
and losses associated with customers” options on futures contracts. See discussion in the Derivative
Financial Instruments section below for additional information on the treatment of derivative contracts.
For customer owned derivative contracts, the fair value is offset against the payable to or receivable
from customers with no impact recognized on the statement of income.

Receivables from broker-dealers and counterparties also include amounts receivable for securities sold
but not yet delivered by the Company on settlement date (“fails-to-deliver”) and net receivables arising
from unsettled trades.

Payables to broker-dealers and counterparties primarily include amounts payable for securities
purchased but notyetreceived by the Company on settlement date (“fails-to-receive”) and net payables
arising from unsettled trades.

These balances also include securities pledged by the Company on behalf of customers and customer-
owned securities that are pledged. Securities pledged include U.S. Treasury bills and notes and
instruments backed by U.S. government sponsored entities. The securities are adjusted to their fair
value with associated changes in unrealized gains or losses recorded in current earnings. For customer-
owned securities, the change in fair value is offset against the payable to or teceivables from customers
with no impact recognized on the statement of income. The securities, primarily U.S. government
obligations, held by the Company as collateral or as margin have been deposited with exchange-
clearing organizations, broker-dealers, clearing organizations and counterparties.
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INTL FCStone Financial Inc.
Notes to Financial Statements

September 30, 2016

Management has considered accounting guidance as it relates to assets pledged by customers to margin
their accounts. Based on a review of the agreements with the customer, management believes that a
legal basis exists to support that the transferor surrenders control over those assets if all of the following
three conditions are met: (a) the transferred assets have been isolated from the transferor - put
presumptively beyond the reach of the transferor and its creditors, even in bankruptcy or other
receivership, (b) each transferee has the right to pledge or exchange the assets (or beneficial interests)
it received, and no condition both constrains the transferee (or holder) from taking advantage of its
right to pledge or exchange and provides more than a trivial benefit to the transferor and (c) the
transferor does not maintain effective control over the transferred assets through either (1) an agreement
that both entitles and obligates the transferor to repurchase or redeem them before their maturity or
(2) the ability to unilaterally cause the holder to return specific assets. Under this guidance, it is the
Company’s practice to reflect the customer collateral assets and corresponding liabilities in the
statement of financial condition, as the rights to those securities have been transferred to the Company
under the terms of the trading agreements.

At September 30, 2016, deposits with and receivables from and payables to exchange-clearing
organizations, broker-dealers, clearing organizations and counterparties consisted of the following
(see additional fair value disclosures in Note 4) (in thousands):

Deposits and receivables:
Cash and money market funds held with exchange-clearing organizations,

broker-dealers, clearing organizations and counterparties $ 871,705
Due from or due to exchange-clearing organizations, clearing brokers and

organizations and counterparties 37,603
Securities pledged to exchange-clearing organizations 471,839

Net option value (61,786)
Clearing fund deposits 750
Guaranty deposits - cash and securities 51,876
To be announced (“TBA”) and forward settling securities 316
Securities failed to deliver 26,864

3 1590067

Payables: -
Clearing brokers and organizations and counterparties $ 7,875
TBA and forward settling securities 2,666
Securities failed to receive 189,043

$ 199,584

Receivables from and Payables to Customers

Receivables from customers, net includes the total of net deficits in individual exchange-traded trading
accounts carried by the Company and amounts due from other services provided to the Company’s
clients. Customer deficits arise from realized and unrealized trading losses on futures and options on
futures and amounts due on cash and margin transactions. Customer deficit accounts are reported gross
of customer accounts that contain net credit or positive balances, except where a right of setoff exists.
Net deficits in individual exchange-traded trading accounts include both secured and unsecured deficit
balances due from customers as of the statement of financial condition date. Secured deficit amounts
are backed by U.S. Treasury bills and notes with a fair value of $2.2 million and commodity warehouse
receipts with a fair value of $7.6 million as of Septernber 30, 2016. These U.S. Treasury bills and notes
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INTL FCStone Financial Inc.
Notes to Financial Statements

September 30, 2016

and commodity warehouse receipts are not nettcd against the secured deficit amounts, as the conditions
for right of setoff have not been met.

Payables to customers represent the total of customer accounts with credit or positive balances.
Customer accounts are used primarily in connection with commodity derivative transactions and
include gains and losses on open commodity trades as well as securities and other deposits made as
required by the Company. Customer accounts with credit or positive balances are reported gross of
customer deficit accounts, except where a right of setoff exists.

The future collectibility of receivables from customers can be impacted by the Company’s collection
efforts, the financial stability of its customers, and the general economic climate in which it operates.
The Company evaluates accounts that it believes may become uncollectible on a specific-identification
basis, through reviewing daily margin deficit reports, the historical daily aging of the receivables, and
by monitoring the financial strength of its customers. The Company may unilaterally close customer
trading positions in certain circumstances. In addition, to evaluate customer margining and collateral
requirements, customer positions are stress tested regularly and monitored for excessive concentration
levels relative to the overall market size. The Company has no allowance for doubtful accounts as of
September 30, 2016. During the year ended September 30, 2016, bad debt expense, net of recoveries,
was $1.6 million.

The Company generally charges off an outstanding receivable balance when all economically sensible
means of recovery have been exhausted. That determination considers information such as the
occurrence of significant changes in the customer’s financial position such that the customer can no
longer pay the obligation, or that the proceeds from collateral will not be sufficient to pay the receivable
balance.

Securities Owned and Sold, Not Yet Purchased, at fair value

Securities owned and sold, not yet purchased, at fair value consist of financial instruments carried at
fair value, with related unrealized changes in gains or losses recognized in earnings. Securities owned
and sold, not yet purchased, at fair value consist of commodities warehouse receipts, exchange firm
common stock not required for trading purposes, securities trading in connection with U.S. Preferred
stock, common and foreign ordinary stock, ADRs, GDRs, debt instruments, municipal bonds, U.S.
Treasury obligations, U.S. government agency obligations and agency mortgage-backed and asset-
backed obligations. Securities owned are recorded on a trade date basis at fair value. The Company
accounts for its securities owned and sold, not yet purchased in accordance with Financial Accounting
Standards Board (“FASB”) Accounting Standards Codification (“ASC”) 320 - Investments - Debt and
Equity Securities and ASC 940 - Financial Services - Broker Dealers.

The Company maintains its investments in securities at fair value. Fair value is a market-based measure
considered from the perspective of a market participant rather than an entity-specific measure,
Therefore, even when market assumptions are not readily available, the Company’s own assumptions
are set to reflect those that market participants would use in pricing the asset or liability at the
measurement date. The Company uses prices and inputs that are current as of the measurement date,
including periods of market dislocation. In periods of market dislocation, the observability of prices
and inputs may be reduced for many securities. This condition could cause a security to be reclassified
to a lower level within the fair value hierarchy.

10
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INTL FCStone Financial Inc.
Notes to Financial Statements

September 30, 2016

Derivative Financial Instruments

The Company accounts for derivative instruments in accordance with the Derivatives and Hedging
Topic of the ASC which requires companies to recognize all derivative instruments as either assets or
liabilities at fair value in the statement of financial condition. Gains and losses on the derivative
instruments that are not designated as hedges must be adjusted to fair value through current earnings.
The Company does not elect hedge accounting for any derivative instrument for which the Company
holds an interest. The Company acts as a principal and clearing and execution provider of derivative
instruments.

The Company provides clearing and execution of exchange-traded futures and options on futures for
middle-market intermediaries, end-users, producers of commodities and the institutional and
professionaltrader market segments. The Company is aregistered FCM, clearing on various exchanges.
A significant portion of the Company’s revenue is commissions and clearing fees derived from
executing and clearing orders for commeodity futures contracts and options on futures on behalf of its
customers.

Also, the Company’s Rates Division holds derivative instruments, which consist of agency mortgage-
backed “TBA” securities and forward settling transactions, that are used to manage risk exposures in
the Company’s trading inventory. The fair value on these transactions are recorded in receivables or
payables to broker-dealers, clearing organizations and counterparties. Realized and unrealized gains
and losses on securities and derivative transactions are reflected in ‘principal transactions, net’
revenues.

Inapplying the guidance in the Balance Sheet-Offsetting Topic ofthe ASC, the Company’s accounting
policy is such that open contracts with the same customer are netted at the account level, in accordance
with netting arrangements in place with each party, as applicable and rights to reclaim cash collateral
or obligations to return cash collateral are netted against fair value amounts recognized for derivative
instruments with the same customer in accordance with the master netting arrangements in place with
each customer.

The Company is required to disclose information relating to recognized assets and liabilities that are
offset or subject to an enforceable master netting arrangement or similar agreement, including the
gross amounts of those recognized assets and liabilities, the amounts offset to determine the netamount
presented in the statement of financial condition, and the net amount presented in the statement of
financial condition. ’

Exchange Memberships and Stock, at Cost

The Company is required to hold certain exchange membership seats and exchange firm common
stock and pledge them for clearing purposes, in order to provide the Company the right to process
trades directly with the various exchanges. Exchange memberships and firm common stocks pledged
for clearing purposes are recorded at cost. The cost and fair value for exchange memberships and firm
common stock pledged for clearing purposes were $5.7 million and $3.5 million, respectively, at
September 30, 2016. The fair value of exchange firm common stock is determined by quoted market
prices, and the fair value of exchange memberships is determined by recent sale transactions.

Property and Equipment, net

Property and equipment is stated at cost, net of accumulated depreciation and amortization, and includes
furniture, equipment, software, and leasehold improvements. Expenditures for maintenance, repairs,
and minor replacements are charged against earnings, as incurred. Expenditures that increase the value
or productive capacity of assets are capitalized. When property and equipment are retired, sold, or
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INTL FCStone Financial Inc.
Notes to Financial Statements

September 30, 2016

otherwise disposed of, the asset’s carrying amount and related accumulated depreciation are removed
from the accounts and any gain or loss is included in earnings.

Depreciation expense is computed using the straight-line method over the estimated useful lives of
the assets. Furniture, equipment, and software are depreciated over three to seven years. Amortization
ofleasehold improvements is computed using the straight-line method over the shorter of the remaining
lease term or the estimated useful life of the improvement.

Goodwill and Intangible Assets, net

Goodwill is the cost of acquired companies in excess of the fair value of identifiable net assets at the
acquisition date. In accordance with the Intangibles — Goodwill and Other Topic of the ASC, goodwill
is tested forimpairment on an annual basis at the fiscal year-end, and between annual tests if indicators
of potential impairment exist, using a fair-value-based approach. No impairment of goodwill has been
identified during the period presented.

Identifiable intangible assets subject to amortization are amortized using the straight-line method over
their estimated period of benefit, ranging from two to twenty years. [dentifiable intangible assets are
tested for impairment whenever events or changes in circumstances suggest that an asset’s, or asset
group’s, carrying value may not be fully recoverable in accordance with the Intangibles — Goodwill
and Other Topic of the ASC. Residual value is presumed to be zero. Identifiable intangible assets not
subject to amortization are reviewed at each reporting period to re-evaluate if the intangible asset’s
useful life remains indefinite. Additionally, intangible assets not subject to amortization are tested
annually for impairment at the fiscal year-end, and between annual tests if indicators of potential
impairment exist, using a fair-value-based approach.

Other Assets

Other assets primarily include prepaid assets, cash deposits paid on leased office space and dividend
andaccrued interest receivable. Prepaid assets primarily consist of advance payments made for services
that will be charged to expense in future periods when services are received.

Principal Transactions, net

Principal transactions include brokerage fees and margins generated from over-the-counter (“OTC”)
derivative trades executed between customers of an affiliate of the Company and other counterparties
and are recognized when trades are executed. See further discussion in Note 16.

Securities transactions involving U.S. Treasury obligations, U.S. government agency obligations, and
agency mortgage-backed and agency-backed obligations are reported at fair value in securities owned
and sold, not yet purchased on a trade date basis if they settle in a regular-way. Regular-way securities
trades provide for delivery or receipt of securities within the time frame generally established by
settlement conventions in the market in which the trade occurs. Any gains or losses resulting from
subsequent measurements of securities owned and sold, not yet purchased to fair value or the difference
between cost and sale price are recorded net in principal transactions, net revenues on the statement
of income.

Securities transactions with forward settlements are not exempt from application of derivative
accounting and are therefore accounted for as forward contracts. These forward contracts are recorded
on the statement of financial condition within securities owned and sold, not yet purchased with the
change in fair value recorded within principal transactions, net revenues.
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The revenues of the Company are also derived from realized and unrealized trading income in securities
purchased or sold for the Company’s account. Realized and unrealized trading income are recorded
on a trade date basis. The related clearing expenses are recorded on a trade-date basis as security
transactions occur. Securities owned and securities sold, not yet purchased are stated at fair value with
related changes in unrealized appreciation or depreciation reflected in principal transactions, net
revenues.

Dividend income and expense are recognized on the ex-dividend date and are reflected on a net basis
in the statement of income. Dividend income, net for the year ended September 30,2016 was comprised
of dividend income of $5.0 million, partially offset by dividend expense of $4.4 million.

Conunissions and Clearing Fees

Commissions on futures contracts are recognized on a half-turn basis in two equal parts. The first half
is recognized when the contract is opened, and the second half is recognized when the transaction is
closed. Commissions on options on futures contracts are generally recognized on a half-turn basis,
except that full commissions are recognized on options on futures contracts expected to expire without
being exercised or offset. Commissions are charged at various rates based on the type of account, the
products traded, and the method of trade.

Clearing and transaction fees are charged to the Company’s customers on a per exchange contract
basis based on the trade date. Such fees are for clearing customers’ exchange trades and include fees

charged to the Company by the various futures exchanges. See discussion of clearing and related
expenses below.

Consulting, Management and Underwriting

Underwriting income and other management and investment advisory income include risk
management consulting fees, which are billed and recognized as revenue on a monthly basis when
risk management services are provided. Such agreements are generally for one-year periods, but are
cancelable by either party upon providing 30 days” written notice to the other party and the amounts
are not variable based on customer trading activities.

Fee income for structuring and arrangement of debt transactions and management and investment
advisory income is recognized when the services related to the underlying transactions are provided
and success fees are recognized when earned, as determined under the terms of the assignment or
engagement.

Underwriting income generated from debt issuances of certain U.S. government agency securities are
recognized when services for the transactions are completed and all revenue recognition criteria are
met. As members of the selling group the Company participates in underwriting of Federal Farm
Credit Bank and Federal Home Loan Bank issues.

Interest Income

Interest, generated primarily from investments, is recognized on an accrual basis. Interest from
investments is generated from securities purchased using customer funds deposited with the Company
to satisfy margin requirements and from securities acquired through internally generated company
funds.
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Compensation and Benefits

Employee compensation and broker commissions consist of salaries, incentive compensation, and
variable compensation, including commissions. Variable compensation paid to risk management
consultants and traders generally represents a fixed percentage of revenues generated, and in some
cases, revenues produced less direct costs and an overhead allocation. The Company accrues
commission expense on a trade-date basis, as the customer transaction is executed.

The Parent’s share-based compensation plan permits the issuance of shares of INTL FCStone common
stock to key employees of the Company. Share-based compensation is allocated to the Company and
included in compensation and benefits (see Note 12).

Clearing and Related Expenses

Clearing and related expenses include primarily variable expense for clearing and settlement services,
including fees the Company pays to executing brokers, exchanges, and clearing organizations. These
fees are based on transaction volume and recorded as expense on the trade date. Certain clearing fees
are passed on to customers and are presented gross in the statement of income under the Revenue
Recognition Topic of the ASC, as the Company acts as a principal for these transactions.

Introducing Broker Cominissions

Introducing broker commissions include commissions paid to non-employee third parties that have
introduced customers to the Company. Introducing brokers are individuals or organizations that
maintain relationships with customers and accept futures and options on futures orders from those
customers. The Company directly provides all account, transaction, and margining services to
introducing brokers, including accepting money, securities, and property from the customers. The
commissions paid to an introducing broker vary based on a variety of factors, such as on the trading
volume of the customers introduced to the Company. Introducing broker commissions are accrued as
incurred and settled monthly.

Management Services Fees and Allocated Corporate Overhead

Management services fees include expenses paid to affiliates, per service agreements between the
parties for expertise and knowledge to facilitate the operation, development and administration of
the Company’s business activities in U.S. and international jurisdictions, primarily Brazil and
Europe. Additionally, management service fees include amounts paid to the Parent for certain
administrative support services.

Income Tuxes

The Company is included in the consolidated federal and state income tax returns of its Parent. Income
taxes are allocated to the Company using the pro-rata method. The amount of income tax expense or
benefit allocated to the Company by the Parent represents federal and state income taxes attributable
to the operating results of the Company. Tax accounts are settled periodically with the Parent.

Deferred tax assets and liabilities are recognized for the future tax consequences attributable to
differences between the financial statement carrying amounts of existing assets and liabiljties and their
respective tax bases. Deferred tax assets and liabilities are measured using enacted tax rates expected
to apply to taxable income in the years in which those temporary differences are expected to be
recovered or settled. The effect on deferred tax assets and liabilities of a change in tax rates is recognized
in income in the period that includes the enactment date. Valuation allowances are established when
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necessary to reduce deferred tax assets to an amount that, in the opinion of management, is more likely
than not to be realized.

FASB ASC Topic 740 prescribes arecognition threshold and a measurement attribute for the financial
statement recognition and measurement of tax positions taken or expected to be taken in a tax return.
For those benefits to be recognized, a tax position must be more likely than not of being sustained
upon examination by taxing authorities. The Company did not have any uncertain tax positions as of
September 30, 2016. The Company recognizes potential interest and penalties related to unrecognized
tax benefits as income tax expense in the statement of income. No amounts have been accrued for the
payment of interest and penalties at September 30, 2016.

Recent Accounting Pronouncements

In August 2016, the FASB issued Accounting Standards Update (“ASU) 2016-15, Classification of
Certain Cash Receipts and Cash Payments (Topic 230), which addresses eight classification issues
related to the statement of cash flows. This ASU is effective for public business entities for annual
and interim periods in fiscal years beginning after December 15, 2017. For all other entities, the ASU
is effective for annual periods in fiscal years beginning after December 15, 2018, and interim periods
in fiscal years beginning after December 15,2019. Entities should apply this ASU using aretrospective
transition method to each period presented. Early adoption is permitted, including adoption in an
interim period. The Company expects to adopt this guidance starting with the first quarter of fiscal
ycar 2019. The Company is currently evaluating the impact the new guidance will have on its statement
of cash flows.

In June 2016, the FASB issued ASU 2016-13, Measurement of Credit Losses on Financial
Instruments, which significantly changes the ways entities recognize credit losses on financial
instruments. The guidance is effective January 1, 2020, with early adoption permitted on January 1,
2019. The Company expects to adopt this guidance starting with the first quarter of fiscal year
2020. The guidance introduces a new credit reserving model known as the Current Expected Credit
Loss (“CECL”) model, which is based on expected losses, and differs significantly from the
incurred loss approach used today. The CECL model requires measurement of expected credit
losses not only based on historical experience and current conditions, but also by including
reasonable and supportable forecasts incorporating forward-looking information and will likely
result in earlier recognition of credit reserves. The Company is currently evaluating the impact the
new guidance will have on its financial position, results of operations and cash flows.

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers (Topic 606).
ASU 2014-09 completes the joint effort by the FASB and International Accounting Standards Board
(TASB) to improve financial reporting by creating common revenue recognition guidance for GAAP
and International Financial Reporting Standards (IFRS). In March 2016, the FASB issued ASU
2016-08,“Revenue from Contracts with Customers (Topic 606): Principal versus Agent Considerations
(Reporting Revenue Gross versus Net).” ASU 2016-08 clarifies the implementation guidance on
principal versus agent considerations. In April 2016, the FASB issued ASU 2016-10, “Revenue from
Contracts with Customers (Topic 606): Identifying Performance Obligations and Licensing.” ASU
2016-10 clarifies the implementation guidance on identifying performance obligations. These ASUs
apply to all companies that enter into contracts with customers to transfer goods or services. These
ASUs are effective for public entities for interim and annual reporting periods beginning after
December 15, 2017. Early adoption is permitted only as of annual reporting periods beginning after
December 15, 2016, including interim periods within that reporting period. The Company expects to
adopt this guidance starting with the first quarter of fiscal year 2019. Entities have the choice to apply

15



INTL FCStone Financial Inc.
Notes to Financial Statements

September 30, 2016

these ASUs either retrospectively to each reporting period presented or by recognizing the cumulative
effect of applying these standards at the date of initial application and not adjusting comparative
information. The Company is currently evaluating the requirements of these standards and has not yet
determined the impact on its financial position, results of operations and cash flows.

In March 2016, the FASB issued ASU 2016-09, Compensation — Stock Compensation (Topic 718):
Improvements to Employee Share-Based Payment Accounting. ASU 2016-09 simplifies the
accounting for share-based payment award transactions including: income tax consequences,
classification of awards as either equity or liabilities and classification on the statement of cash flows.
ASU 2016-09 is effective for fiscal years beginning after December 15,2016, including interim periods
within those fiscal years. Early adoption is permitted. The Company expects to adopt this guidance
starting with the first quarter of fiscal year 2018. The Company is cutrently evaluating the requirements
of ASU 2016-09 and has not yet determined the impact on its financial position, results of operations
and cash flows.

In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842), which supersedes ASC
840, Leases. This ASU is based on the principle that entities should recognize assets and liabilities
arising from leases. The ASU does not significantly change the lessees’ recognition, measurement and
presentation of expenses and cash flows from the previous accounting standard. The ASU’s primary
change is the requirement for entities to recognize a lease liability for payments and a right of use
asset representing the right to use the leased asset during the term on operating lease arrangements.
Lessees are permitted to make an accounting policy election to not recognize the asset and liability
for leases witha term of twelve months or less. Lessors’ accounting under the ASC is largely unchanged
from the previous accounting standard. In addition, the ASU expands the disclosure requirements of
lease arrangements. Lessees and lessors will use a modified retrospective transition approach, which
includes a number of practical expedients. This guidance is effective for fiscal years beginning after
December 15, 2018, including interim periods within those fiscal years. The Company expects to
adopt this guidance starting with the first quarter of fiscal year 2020. The Company has not yet
determined the impact on its financial position, results of operations and cash flows.

In January 2016, the FASB issued ASU No. 2016-01, Financial Instruments--Overall (Subtopic
825-10): Recognition and Measurement of Financial Assets and Financial Liabilities. ASU No.
2016-01 addresses the recognition, measurement, presentation and disclosure of financial assets and
liabilities. The guidance primarily affects the accounting for equity investments, financial liabilities
under the fair value option and the presentation and disclosure requirements for financial instruments.
In addition, the guidance clarifies the valuation allowance assessment when recognizing deferred tax
assets resulting from unrealized losses on available-for-sale debt securities. This guidance is effective
for the Company in the first quarter of fiscal 2019, and early adoption is not permitted, with certain
exceptions. The amendments are required to be applied by means of a cumulative-effect adjustment
on the balance sheet as of the beginning of the fiscal year of adoption. The Company is currently
assessing the impact, if any, the guidance may have upon adoption.

InAptil 2015, the FASB issued ASU No. 2015-03, Interest— Imputation of Interest (Subtopic 833-30).
ASU 2015-03 requires that debt issuance costs related to a recognized debt liability be presented in
the balance sheet as a direct deduction from the carrying amount of that debt liability. In June 2015,
the FASB issued ASU 2015-15 asanamendmentto this guidance to address the absence of authoritative
guidance for debt issuance costs related to line-of-credit arrangements. The SEC staff stated that they
would not object to an entity deferring and presenting debt issuance costs as an asset and subsequently
amortizing the deferred debt issuance costs ratably over the term of the line-of-credit arrangement,
regardless of whether there are any outstanding borrowings on the line-of-credit arrangement. The
16
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ASU is effective for public entities for annual periods beginning after December 15,2015, and interim
periods within those annual reporting periods. Early adoption is permitted for financial statements that
have not been previously issued. The guidance will be applied on a retrospective basis. The Company
expects to adopt this guidance starting with the first quarter of fiscal year 2017. The adoption of this
standard is not expected to have a material impact on the financial statements.

(z) Subsequent Events

Management has evaluated events and transactions through November 28, 2016, which is the date the
financial statements were issued, for potential recognition or disclosure herein and has determined
that no additional disclosures or adjustments are required.

Note 2 - Net Capital Requirements

The Company is a broker-dealer subject to the SEC Uniform Net Capital Rule 15¢3-1 (the Rule), which requircs
the maintenance of minimum net capital. The Company is a futures commission merchant and also subject to
thenet capital requirements of the CFTC Regulation 1.17. Under the more restrictive of these rules, the Company
is required to maintain “adjusted net capital”, equivalent to the greater of $1,000,000 or 8 percent of customer
and noncustomer risk maintenance margin requirements on all positions, as these terms are defined.

Adjusted net capital and the related net capital requirement may fluctuate on a daily basis. The net capital
requirements prohibit the payment of dividends to the Parent, if such payment would reduce the Company’s net
capital below required levels. Equity capital may not be withdrawn if the resulting net capital ratio would
exceed 10 to 1.

The Company’s adjusted net capital and minimum net capital requirement as of September 30, 2016 were as
follows (in thousands):

Adjusted net capital $ 140,844
Minimum net capital requirement 81,749
Excess net capital $ 59,095

Note 3 - Segregated and Secured Requirements

Pursuant to requirements ofthe Commodity Exchange Act, funds deposited by customers of the Company relating
to futures and options on futures in regulated commodities must be carried in separate accounts that are designated
as segregated customers’ accounts. The Company holds no cleared swaps customer segregated funds under
section 4d(f) ofthe Commodity Exchange Act. Certain amounts in the accompanying table reflect reclassifications
and eliminations required for regulatory filing and, as a result, may differ from those presented in the
accompanying statement of financial condition.
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Funds deposited by customers and other assets, which have been segregated as belonging to the commodity
customers as of September 30, 2016 are as follows (in thousands):

Cash, at banks - segregated h) 383,553
Securities representing investments of customers' funds, at banks 595,378
Securities held for customers in lieu of cash, at banks 1,833
Deposits with and receivables from:
Exchange-clearing organizations, including securities, net of omnibus eliminations 1,173,881
Segregated funds on hand 23,252
Total customer-segregated funds 2,177,897
Amount required to be segregated 2,126,394
Excess funds in segregation 3 51,503

Funds deposited by customers and other assets, which are held in separate accounts for customers trading foreign
futures and foreign options on futures on foreign commodity exchanges or boards of trade, as of September 30,
2016 are as follows (in thousands):

Cash - secured $ 70,518
Equities with registered futures commission merchants 3,609
Amounts held by clearing organizations of foreign boards of trade 6,664
Amounts held by members of foreign boards of trade 26,899

Total customer-secured funds 107,690
Amount required to be set aside as secured 91,283

Excess set aside for secured amount $ 16,407

Note 4 - Fair Value of Financial and Nonfinancial Assets and Liabilities

The Fair Value Measurements Topic of the ASC provides guidance for all financial and nonfinancial assets and
liabilities that are required to be reported at fair value. The Company utilizes valuation techniques that maximize
the use of observable inputs and minimize the use of unobservable inputs.

The hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical assets or
liabilities (Level 1 measurements) and the lowest priority to unobservable inputs (Level 3 measurements). A
market is active if there are sufficient transactions on an ongoing basis to provide current pricing information
for the asset or liability, pricing information is released publicly, and price quotations do not vary substantially
either over time or among market makers. Observable inputs reflect the assumptions market participants would
use in pricing the asset or liability developed based on market data obtained from sources independent of the
reporting entity. The guidance requires the Company to consider counterparty credit risk of all parties to
outstanding derivative instruments that would be considered by a market participant in the transfer or settlement
of such contracts (exit price). The Company has very limited exposure to credit risk on derivative financial
instruments as all exchange-traded or cleared contracts held can be settled on an active market with the credit
guarantee by the respective exchange.

The majority of financial assets and liabilities on the statement of financial condition are reported at fair value.
Cash and cash equivalents are reported at the balance held at financial institutions and include the value of cash
held in banks and money market funds. Deposits with and receivables from exchange-clearing organizations,
broker-dealers, clearing organizations, and counterparties, as well as payables to customers include the value of
cash collateral as well as the value of money market funds and other pledged investments, primarily U.S. Treasury
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bills and securities issued by federal agencies. These balances also include the fair value of exchange-traded
futures and options on futures and exchange-cleared swaps and options. Securities owned include the value of
exchange common stock and non-segregated commodities warehouse receipts. The fair value of exchange
common stock and non-segregated commodities warehouse receipts are determined by quoted market prices,
and the fair value of exchange memberships is determined by recent sale transactions.

The Company has amounts receivable from and payable to broker-dealers, clearing organizations and
counterparties in connection with U.S. Treasury obligations, U.S. government agency obligations, and agency
mortgage-backed obligations. Receivables from broker-dealers, clearing organizations and counterparties
primarily include amounts receivable for securities sold but not yet delivered by the Company on settlement date
(“fails-to-deliver”) and net receivables arising from unsettled trades. Payables to broker-dealers, clearing
organizations and counterparties primarily include amounts payable for fails-to-receive and net payables arising
from unsettled trades. Due to their short-term nature, receivables from and payables to broker-dealers, clearing
organizations and counterparties approximate fair value.

The Company has a significant amount of trading assets and liabilities. The Company’s Rates Division trading
activities consists primarily of securities trading in connection with U.S. Treasury obligations, U.S. government
agency obligations, and agency mortgage-backed and asset-backed obligations. The assets and liabilities,
including derivatives, arc recorded on a trade date basis at fair value.

The fair value estimates presented herein are based on pertinent information available to management as of
September 30, 2016. Although management is not aware of any factors that would significantly affect the
estimated fair value amounts, such amounts have not been comprehensively revalued for purposes of these
financial statements since that date and current estimates of fair value may differ significantly from the amounts
presented herein.

The Company’s financial and nonfinancial assets and liabilities reported at fair value are included in the following
captions on the statement of financial condition:

* Cash and cash equivalents

* Cash, securities and other assets segregated under federal and other regulations

* Deposits with and receivables from exchange-clearing organizations, broker-dealers, clearing organizations
and counterparties

¢ Securities owned

* Payables to broker-dealers, clearing organizations and counterparties

» Securities sold, not yet purchased

Cash equivalents, securities and derivative financial instruments are carried at fair value and are classified and
disclosed in the following categories:

Level 1 - Unadjusted quoted prices in active markets that are accessible at the measurement date for identical,
unrestricted assets or liabilities. Level 1 consists of financial assets and liabilities whose fair values are estimated
using quoted market prices. Included in Level 1 are money market funds, futures and options on futures contracts
traded on national exchanges using quoted prices from national exchanges in which the Company executes
transactions for customer and proprietary accounts, exchange-cleared swaps and options which are valued using
exchange closing prices, commodities warehouse receipts and exchange firm common stock not pledged for
clearing purposes.

Level 2 - Quoted prices for identical or similar assets or liabilities in markets that are less active, that is, markets

in which there arc few transactions for the asset or liability that are observable for substantially the full term.

Included in Level 2 are those financial assets and liabilities for which fair values are estimated using models or

other valuation methodologies. These models are primarily industry-standard models that consider various

observable inputs, including time value, yield curve, volatility factors, observable current market and contractual
19
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prices for the underlying financial instruments, as well as other relevant economic measures. Financial assets
and liabilities in this category include U.S. government securities and U.S. government agency obligations.

Level 3 - Prices or valuation techniques that require inputs that are both significant to the fair value measurement
and unobservable (i.e., supported by little or no market activity). Level 3 comprises financial assets and liabilities
whose fair value is estimated based on internally developed models or methodologies utilizing significant inputs
that are not readily observable from objective sources. As of September 30, 2016, the Company did not have
any Level 3 financial assets or liabilities.
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The following table summarizes the Company’s financial assets and liabilities as of September 30, 2016, by
level within the fair value hierarchy (in thousands):

Assets:
Commodities warehouse receipts
U.S. government obligations

Securities and other assets segregated under
federal and other regulations

Money market funds
U.S. government obligations
Derivatives

Deposits with and receivables from exchange-
clearing organizations

TBA and forward settling securities
Derivatives

Deposits with and receivables from broker-
dealers, clearing organizations and
counterparties

Common and preferred stock and ADRs

Exchangeable foreign ordinary equities and
ADRs

Corporate and municipal bonds
Agency morigage-backed securities
U.S. government obligations
Foreign government obligations
Commodities warehouse receipts
Exchange firm common stock

Securities owned, at fair value

Total assets at fair value

Liabilities:
TBA and forward seitling securities
Derivatives

Payables to broker-dealers, clearing
organizations and counterparties

Common and preferred stock and ADRs

Exchangeable foreign ordinary equities and
ADRs

Corporate and municipal bonds
Agency mortgage-backed securities
U.S. government obligations

Foreign government obligations

Securities sold, not yet purchased, at fair value

Total liabilities at fair value

September 30, 2016
: Netting and

Level 1 Level 2 Level 3 Collateral (1) Total
$ 23,252 % — 3 $ — $ 23,252
— 595,541 —_ 595,541
23,252 595,541 — 618,793
512,746 — — 512,746
— 472,137 — 472,137
2,108,380 — (2.170,337) (61,957)
2,621,126 472,137 (2,170,337) 922,926
— 316 — 316
828 — (434) 394
828 316 (434) 710
34,613 1,693 — 36,306
25,203 521 — 25,724
36,882 — e 36,882
— 747.463 — 747,463
—_ 514,933 - 514,933
— 334 — 334
8.892 — — 8,892
6,275 — — 6,275
111,865 1,264,944 _ 1,376,809
$ 2,757,071 $ 2,332,938 § $ (2.170,771) § 2.919,238
$ — $ 2,666 $ $ — $ 2,666
1,961,568 e (1,961,568) —
1,961,568 2,666 (1,961,568) 2,666
23,499 381 — 23,880
25,346 460 —_ 25,806
6,971 —_ — 6.971
— 509,858 — 509,858
55,816 510,699 — 566,515
$ 2017384 § 513365 § $ (1.961,568) § 569,181

(1) Represents cash collateral and the impact of netting across the levels of the fair value hierarchy. Netting among positions
classified within the same level are included in that level.
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All common stock and ADRs represent equities of foreign entities denominated in U.S. dollars. Foreign ordinary
stock represents foreign equities denominated in foreign currency translated to U.S. dollars.

The Company did not have any level 3 assets as of September 30, 2016.

Note 5 - Derivative Instruments and Hedging Activities

See Note 4 and Note 17 for additional information about the fair value of financial instruments held, and the
Company’s exposure to credit risk on derivative instruments,

The following table presents the fair value of the Company’s derivative instruments and location on the statement
of financial condition (in thousands).

September 30, 2016

Assets (1) Liabilities (1)
Derivative contracts not accounted for as hedges:
Exchange-traded commodity derivatives $ 1,979,216 $ 1,783,234
Exchange-traded foreign exchange derivatives 12,176 7,483
Exchange-traded interest rate derivatives 78,713 120,540
Exchange-traded equity index derivatives 39,103 50,311
TBA and forward settling securities 316 2,666
Gross fair value of derivative contracts 2,109,524 1,964,234
Impact of netting and collateral (2,170,771) (1,961,568)
Total fair value included in ‘Deposits with and receivables from exchange-
clearing organizations' 3 (61,957)
Total fair value included in ‘Deposits with and receivables from broker-dealers,
clearing organizations and counterparties’ $ 710
Total fair value included in ‘Payables to broker-dealers, clearing organizations -
and counterparties $ 2,666

(1) As of September 30, 2016, the Company’s derivative contract volume for open positions was approximately 3.5
million contracts.

The Company has derivative instruments, which consist of agency mortgage-backed TB A securities and
forward settling transactions that are used to manage risk exposures in the trading inventory. The fair value on
these transactions are recorded in receivables or payables to broker-dealers, clearing organizations and
counterparties. Realized and unrealized gains and losses on securities and derivative transactions are reflected
in ‘principal transactions, net’.

The Company enters into TBA securities transactions for the sole purpose of managing risk associated with
the purchase of mortgage pass-through securities. TBA securities are included within payables to broker-
dealers, clearing organizations and counterparties. Forward settling securities represent non-regular way
securities and are included in payables to broker-dealers, clearing organizations and counterparties. As of
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September 30, 2016, these transactions are summarized as follows (in millions):

Notional
Gain / (Loss) Amounts

Unrealized gain on TBA securities purchased within payables to broker-dealers,
clearing organizations and counterparties and related notional amounts (1) $ 08 $ 286.8

Unrealized loss on TBA securities purchased within payables to broker-dealers,
clearing organizations and counterparties and related notional amounts (1) $ 0.8) 3 485.5

Unrealized gain on TBA securities sold within payables to broker-dealers,
clearing organizations and counterparties and related notional amounts (1) $ 1.3 8 (702.3)

Unrealized loss on TBA securities sold within payables to broker-dealers, clearing
organizations and counterparties and related notional amounts (1) $ 1.7) % (754.3)

Unrealized gain on forward settling securities purchased within deposits with and
receivables from broker-dealers, clearing organizations and counterparties and
related notional amounts. $ 01 8§ 607.9

Unrealized gain on forward settling securities sold within deposits with and
receivables from broker-dealers, clearing organizations and counterparties and
related notional amounts. $ 02 % (470.4)

(1) The notional amounts of these instruments reflect the extent of the Company's involvement in TBA securities and
do not represent risk of loss due to counterparty non-performance.

The Rates Division of the Company incurred net losses of $14.3 million related to TBA and forward settling
derivative financial instruments for the year ended September 30, 2016. The net losses are included in
‘principal transactions, net’ in the statement of income.

Note 6 — Repurchase Agreements and Collateralized Transactions

The Company enters into securities purchased under agreements to resell and payables under repurchase
agreements primarily to finance securities owned, acquire securities to cover short positions or to acquire
securities for settlement. These agreements are recorded at their contractual amounts plus accrued intetest. The
related interest is recorded in the statement of income as interest income or interest expense, as applicable. In
connection with these agreements and transactions, it is the policy of the Company to receive or pledge cash or
securities to adequately collateralize such agreements and transactions in accordance with general industry
guidelines and practices. The value of the collateral is valued daily and the Company may require counterparties
to deposit additional collateral or return collateral pledged, when appropriate. The carrying amounts of these
agreements and transactions approximate fair value due to their short-term nature and the level of collateralization.

The Company pledges securities owned to collateralize repurchase agreements. At September 30, 2016, on a
settlement date basis, securities owned of $47.2 million were pledged as collateral under repurchase agreements.
The counterparty has the right to repledge the collateral in connection with these transactions. These securities
owned have been pledged as collateral and have been parenthetically disclosed on the statement of financial
condition.

In addition, as of September 30,2016, the Company pledged settlement date securities owned of $1,037.6 million
and securities received under reverse repurchase agreements of $108.4 million to cover collateral for tri-party
repurchase agreements. For these securities, the counterparty does not have the right to sell or repledge the
collateral.

At September 30, 2016, the Company has accepted collateral that it is permitted by contract or custom to sell or
repledge. This collateral consists primarily of securities received in reverse repurchase agreements. The fair
value of such collateral at September 30, 2016, was $607.3 million of which $504.4 million was used to cover
securities soldshort whicharerecorded insecurities sold, not yet purchased on the statement of financial condition.
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In the normal course of business, this collateral is used by the Company to cover financial instruments sold, not
yetpurchased and to obtain financing in the form of repurchase agreements. At September 30, 2016, substantially
all of the above collateral had been delivered against securities sold, not yet purchased or repledged by the

Company to obtain financing.

Note 7 - Property and Equipment, net

Property and equipment includes furniture, equipment, software, and leasehold improvements, at cost less
accumulated depreciation. Depreciation on property and equipment is calculated on the straight-line method
over the estimated useful lives of the assets. The estimated useful lives of property and equipment range from
3 to 10 years. During the fiscal year ended September 30, 2016, depreciation expense was $1.0 million. The
following is a summary of property and equipment as of September 30, 2016 (in thousands):

Furniture and equipment
Computer software and hardware
Leasehold improvements

Less accumulated depreciation

Note 8 - Goodwill and Intangible Assets, net

$ 1,567
2,649
4,155
8,371
(5,863)

R

The Company has total goodwill of $12.6 million as of September 30, 2016.

The gross and net carrying values of intangible assets as of September 30, 2016 by major intangible asset class

are as follows:

September 30,2016
Accumulated

(in thousands) Gross Amount Amortization Net Amount
Intangible assets subject to amortization:
Trade name 1,134 (567) 567
Software programs/platforms 3 1,505 $ (L,LI1s1) % 354
Customer base 12,778 (4.685) 8,093

$ 15417 $ (6,403) $ 9,014

During the year ended September 30, 2016, as part of the periodic assessment of useful lives of the intangible
assets, the Company determined the previously indefinite-lived trade names, related to the Risk Management
Incorporated and RMI Consulting, Inc. (the “RMI Companies”) acquisitions, were no longer considered to be
indefinite. The Company is intending to phase out the use of those trade names in the future.

The trade names were not deemed to be impaired, however, the value of the trade names was transferred from
the indefinite-lived category to intangible assets subject to amortization and will be amortized over the estimated
two year useful life. The Company recorded amortization for the trade names of $0.6 million, within 'depreciation
and amortization' on the statement of income, during the year ended September 30, 2016.
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Amortization expense related to intangible assets was $1.6 million for the fiscal year ended September 30, 2016.
The estimated future amortization expense is as follows (in thousands):

Fiscal year ending September 30,

2017 $ 1,587
2018 1,020
2019 1,020
2020 776
2021 and beyond 4,611

$ 9,014

Note 9 - Credit Facilities

On March 16, 2016, the Company amended its committed unsecured line of credit agreement, with a syndicate

B I I

it

i1l

of lenders, administered by Bank of Montreal, under which the Conipany may borrow up to $75.0 million. This
credit facility provides short-term funding of margin to commodity exchanges as necessary. The credit facility
expires on April 6, 2017, and is subject to annual review.

The continued availability of this credit facility is subject to the Company’s financial condition and operating
results continuing to be satisfactory as set forth in the agreement. Borrowings under the credit facility are on a
demand basis and bear interest at the Base Rate, as defined, plus 2.00%, which was 5.50% as of September 30,
2016. Theagreement contains financial covenants related to the Conipany’s tangible net worth, excess net capital,
and maximum net loss over a trailing twelve month period, as defined. The Company was in compliance with
these covenants throughout the fiscal year, including as of September 30, 2016. Unused portions of the margin
line require a commitment fee of 0.50% on the unused commitment. There were no borrowings outstanding
under this credit facility at September 30, 2016.

During the next twelve months, the Company’s committed credit facility is scheduled to expire. While there is
no guarantee that the Company will be successful in renewing this agreement as it expires, the Company believes
it will be able to do so.

The Company has a secured, uncommitted loan facility, under which the Company may borrow up to $50.0
million, collateralized by commodity warehouse receipts, to facilitate U.S. commodity exchange detiveries of
its customers, subject to certain terms and conditions of the credit agreement. Borrowings under the credit facility
bear interest at the Fed Funds Rate, as defined, plus 2.5%. There are no commitment fees related to this credit
arrangement. There were no borrowings outstanding under this credit facility at September 30, 2016.

Note 10 - Commitments and Contingencies
Operating Leases

The Company leases office facilities, equipment, and automobiles for various terms under noncancelable
operating lease agreements. The leases expire on various dates through 2026, and provide for renewal options.
In the normal course of business, it is expected that these leases will be renewed or replaced by similar lease
agreements. Most of the leases provide that the Company pay taxes, maintenance, insurance, and other expenses.
Minimum rent payments under operating leases are recognized on a straight-line basis over the term of the lease,
including rent concessions or holidays.

The rental expense under operating leases was $3.9 million for the year ended September 30, 2016.
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The following table summarizes future minimum lease payments required under the various operating lease
agreements (in thousands):

Fiscal year ending September 30,

2017 $ 3,140
2018 3,170
2019 3,147
2020 3,062
2021 and beyond 6,302

Total $ 18,821

Purchase and Other Commitments

Purchase and other commitments primarily include certain service agreements related to the use of front-
office and back-office trading software systems and clearing agreements. Purchase and other commitments as
of September 30, 2016 for less than one year, and one to three years were $0.5 million and $0.9 million,
respectively and none after three years.

Securities sold, not yet purchased represent obligations of the Company to purchase specified financial
instruments in the market at prevailing prices. Consequently, the Company’s ultimate obligation to satisfy
securities sold, not yet purchased may exceed the amounts recognized on the accompanying statement of
financial condition.

Securities Clearing Arrangement Indemnifications and Termination Fees

The Company clears most of its securities transactions through Broadcort and Pershing, under clearing
agreements with both parties. The agreements call for termination fees if the Company terminates either
agreement without cause, or if one of the parties terminates either agreement for cause, as specified within the
agreements. The maximum amount of termination fees related to these parties is $0.3 million.

In the normal course of its business, the Company indemnifies and holds Broadcort and Pershing harmless
against specified potential losses in connection with their acting as an agent of, or providing services to, the
Company or its affiliates. The maximum potential amount of future payments that the Company could be required
to make under these indemnifications cannot be estimated. However, the Company believes that it is unlikely it
will have to make material payments under these arrangements and has not recorded any contingent liability in
the statement of financial condition for these indemnifications.

Exchange Member Guarantees

The Company is a member of various cxchanges that trade and clear futures and options on futures contracts.
Associated with its membership, the Company may be required to pay a proportionate share of the financial
obligations of another member who may default on its obligations to the exchange. While the rules governing
different exchange memberships vary, in general, the Company’s guarantee obligations would arise only if the
exchange had previously exhaustedits resources. Inaddition, any such guarantee obligation would be apportioned
among the other nondefaulting members of the exchange. Any potential contingent liability under these
membership agreements cannot be estimated. The Company has not recorded any contingent liability in the
financial statements for these agreements and believes that any potential requircment to make payments under
these agreements is remote.
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Legal Proceedings

Certain conditions may exist as of the date the financial statements are issued, which may result in a loss to the
Company but which will only be resolved when one or more future events occur or fail to occur. The Company
assesses such contingent liabilities, and such assessment inherently involves an exercise of judgment. In assessing
loss contingencies related to legal proceedings that are pending against the Company or unasserted claims that
may result in such proceedings, the Company’s legal counsel evaluates the perceived merits of any legal
proceedings or unasserted claims as well as the perceived merits of the amount of relief sought or expected to
be sought therein.

If the assessment of a contingency indicates that it is probable that a material loss had been incurred at the date
of the financial statements and the amount of the liability can be estimated, then the estimated liability would
be accrued in the Company’s financial statements. If the assessment indicates that a potentially material loss
contingency is not probable, but is reasonably possible, or is probable but cannot be estimated, then the nature
of the contingent liability, together with an estimate of the range of possible loss if determinable and material,
would be disclosed. Neither accrual nor disclosure is required for loss contingencies that are deemed remote.
The Company accrues legal fees related to contingent liabilities as they are incurred.

In addition to the matter discussed below, from time to time and in the ordinary course of business, the Company
is involved in various legal actions and proceedings, including tort claims, contractual disputes, employment
matters, workers’ compensation claims and collections. The Company carries insurance that provides protection
against certain types of claims, up to the limits of the respective policy.

The following is a summary of a potentially significant legal matter involving the Company.
Sentinel Litigation

Prior to the July 1, 2015 merger into INTL FCStone Financial Inc., FCStone, LLC had a portion of its excess
segregated funds invested with Sentinel Management Group Inc. (“Sentinel™), a registered FCM and an Illinois-
based money manager that provided cash management services to other FCMs. In August 2007, Sentinel halted
redemptions to customers and sold certain of the assets it managed to an unaffiliated third party at a significant
discount. On August 17, 2007, subsequent to Sentinel’s sale of certain assets, Sentinel filed for bankruptcy
protection. In aggregate, $15.5 million of FCStone, LLC’s $21.9 million in invested funds were returned to it
before and after Sentinel’s bankruptcy petition.

In August 2008, the bankruptcy trustee of Sentinel filed adversary proceedings against FCStone, LLC, and a
number of other FCMs in the Bankruptey Court for the Northern District of Hlinois. The case was subsequently
reassigned to the U.S. District Court, for the Northern District of [llinois. In the complaint, the trustee sought
avoidance of alleged transfers or withdrawals of funds received by FCStone, LL.C and other FCMs within 90
days prior to the filing of the Sentinel bankruptcy petition, as well as avoidance of post-petition distributions
and disallowance of the proof of claim filed by FCStone, LLC. The trustee sought recovery of pre- and post-
petition transfers totaling approximately $15.5 million.

The trial of this matter took place, as a test case, during October 2012. The trial court entered a judgment against
FCStone, LLC on January 4,2013. On January 17,2013, the trial court entered an agreed order, staying execution
and enforcement, pending an appeal of the judgment. On March 19, 2014, the appeal court ruled in favor of
FCStone, LLC. In April 2014, the trustee filed a petition for rehearing of the appeal. In May 2014, the U.S. Court
of Appeals for the Seventh Circuit denied the petition. The trustee did not file a writ for certiorari with the U.S.
Supreme Court during the time allowed to do so.

On February 10, 2015, based on a new theory, the trustee filed a motion for judgment against FCStone, LLC in
the U.S. District Court, for the Northern District of Itlinois, which sought to claw back the post-petition transfer
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of $14.5 million and to recover the funds held in reserve in the name of FCStone, LLC. FCStone, LLC filed its
opposition brief and an associated motion for judgment on March 17, 2015. The trustee filed its reply briefs on
April 7, 2015 and FCStone, LLC filed its reply briefs on April 22, 2015.

On March 28, 2016 the U.S. District Court for the Northern District of Illinois entered an order in favor of
FCStone, LLC (now INTL FCStone Financial Inc.) and against the trustee on the trustee’s post-petition claim,
in light of the Seventh Circuit’s opinion. The same court ruled against INTL FCStone Financial and in favor of
the trustee with respect to the funds held in reserve accounts.

On Aprit 25,2016, INTL FCStone Financial filed a notice of appeal to the U.S. Court of Appeals for the Seventh
Circuit relating to the portion of the final judgment dated March 28, 2016 of the district court and INTL FCStone
Financial’s claim to funds in reserve accounts. On April 26, 2016, the trustee filed a notice of appeal from the
March 28, 2016 final judgment of the district court. On April 27, 2016, the court consolidated the two appeals
and directed the trustee to file an opening brief. On June 27, 2016 the trustee filed its appellate brief. On August
31, 2016, the Futures Industry Association, Inc. filed a voluntary brief in support of INTL FCStone Financial’s
cross-appeal.

The Company has determined that losses related to this matter are neither probable nor reasonably possible. The
Company believes the case is without merit and intends to defend itself vigorously.

Note 11 - Transfer of Deferred Tax Liability from Parent

During the fiscal year ended September 30, 2016, the contingent earnout period related to INTL FCStone’s
acquisition of Tradewire Securities, LL.C concluded. In connection with the conclusion of the earnout period,
a deferred tax liability generated from the recognition of the contingent consideration was transferred from
the Parent to the Company. The transfer of the $0.5 million deferred tax liability is reflected as a capital
distribution to Parent on the statement of stockholder’s equity.

Note 12 - Share-Based Compensation

The Parent sponsors a share-based stock option plan (the Plan) available for its directors, officers, employees
and consultants. The Plan permits the issuance of shares of INTL FCStone common stock to key employees of
the Company. Awards that expire or are canceled generally become available for issuance again undet the Plan.
INTL FCStone generally settles stock option exercises with newly issued shares of common stock.

The Parent accounts for share-based compensation in accordance with the guidance in the Compensation-Stock
Compensation Topic of the ASC.

Share-based compensation is allocated to the Company, and the cost is cashsettled through intercompany accounts
with the Parent, and therefore the allocation of compensation expense is not recorded as a component of
stockholder’s equity. During the year ended September 30, 2016, share-based compensation of $0.4 million is
included in ‘cormnpensation and benefits’, related to options granted to the Company’s employees.

There were 19,500 stock options awarded to the Company’s employees during the year ended September 30,
2016. The strike price for the awards was established at the market value on the grant date, January 16, 2016, at
$31.37. The grant date fair value, calculated using the Black-Scholes option pricing model, was $6.40 per share
based on assumptions including a risk-free rate of 0.83%, no dividends, volatility of 28.05% and an expected
life 0f 3.06 years. Future amortization of share-based compensation is not expected to be material to the Company
or its financial position.
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Stock option activity of the Company during the year ended September 30, 2016 is as follows:

Weighted
Weighted Average Aggregate
Number of Average Remaining Intrinsic
Options Exercise Term Value

Outstanding Price (in years)  (in millions)
Balances at September 30, 2015 534,413 § 33.57 253 § 1.0
Granted 19,500 § 31.37
Exercised (111,290) $ 18.64
Forfeited — 5 —
Expired (8,960) $ 54.23
Balances at September 30, 2016 433,663 $ 36.88 2.18 § 3.6
Exercisable at September 30, 2016 216,173 § 48.43 059 § 0.7

The total intrinsic value of options exercised during fiscal 2016 was $1.4 million determined as of the date of
exercise.

Note 13 - Retirement Plans

Defined Benefit Retirement Plans

The Company participates in the qualified and nonqualified noncontributory retirement plans of FC Stone Group,
Inc., an affiliate. The retirement plans are defined benefit pension plans that cover certain employees of the
Company, and the Company is allocated a portion of the expense recognized for these plans. The plans were
closed to new employees hired subsequent to April 1, 2006, and amended effective September 1, 2008, to freeze
all benefit accruals, therefore no additional benefits accrue for active participants under the plans. [nformation
on the overall costs and funded status of FCStone Group Inc.’s plans are included for informational purposes
only.

For purposes of computing minimum capital requirements pursuant to the rules, regulations and requirements
ofthe CFTC, the Company, through a charge to net capital, reflects its estimated proportion of the liability related
to the qualified plan’s unfunded defined benefit pension obligation.

FCStone Group’s net liability for retirement costs as of September 30, 2016 had an unfunded status of $4.8
million. As of September 30, 2016, FCStone’s plans have accumulated benefit obligations and projected benefit
obligations of $38.5 million, which are in excess of plan assets of $33.7 million.

Net periodic pension cost is allocated to the Company based on the percentage of the projected benefit obligation
attributable to plan participants employed by the Company. Pension costs allocated to the Company totaled $0.1
million for the year ended September 30, 2016.

Defined Contribution Retirement Plan

The Company offers participation in the INTL FCStone Inc. 401(k) Plan (“401(k) Plan”), a defined
contribution plan providing retirement benefits, to all employees who have reached 21 years of age, and
provided four months of service to the Company. Employees may contribute from 1% to 80% of their annual
compensation to the 401(k) Plan, limited to a maximum annual amount as set periodically by the Internal
Revenue Service. The Company makes matching contributions to the 401(k) Plan in an amount equal to
62.5% of each participant’s eligible elective deferral contribution to the 401(k) Plan, up to 8% of employee
compensation. Matching contributions vest, by participant, based on the following years of service schedule:
less than two years - none, after two years - 33%, after three years - 66%, and after four years - 100%. During
the year ended September 30, 2016, the Company contributed $2.2 million to this plan.
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Note 14 - Other Expenses

Other expenses are comprised of the following (in thousands):

Advertising, meetings and conferences $
Non-trading hardware and software maintenance and software licensing
Office supplies and printing
Insurance
Other non-income taxes
Other
Total other expenses $

Note 15 - Income Taxes
Income tax expense for the year ended September 30, 2016 is as follows (in thousands):
Current:

Federal $
State

Deferred:
Federal

State

Income tax expense 5

1,796
1,036
455
131
80
1,600
5,098

15,539
3,540
19,079

142
187
329
19,408

A reconciliation of the “expected” tax expense computed by applying the federal income tax rate of 35% to

income before income taxes is as follows (in thousands):

“Expected” federal tax expense $
State income tax expense, net of federal benefit
Permanent differences
Other
Income tax expense $

16,597

2,512
296

o]
S

19,408

Deferred income taxes reflect the net tax effects of temporary differences between the carrying amounts of assets

and liabilities for financial reporting purposes and the amounts used for income tax purposes.
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Significant components of the Company’s deferred tax assets and liabilities as of September 30, 2016 are as
follows (in thousands):

Deferred tax assets:

Net operating losses $ 2,580
Amortization of intangibles 2,370
Deferred compensation 1,153
Share-based compensation 1,253
Deferred rent 470
Other assets 316
Total gross deferred tax assets 8,142
Less valuation allowance (700)
Total deferred tax assets 7,442
Deferred tax liabilities:
Depreciation of property and equipment (585)
Prepaid expenses (287)
Unrealized gains on marketable securities and exchange seats (1,190)
Total deferred tax liabilities (2,062)
Deferred income taxes, net $ 5,380

As of September 30, 2016, the Company has net operating loss carryforwards for state income tax purposes of
$1.9 million, net of valuation allowances, which are available to offset future state taxable income. The net
operating loss carryforwards expire in tax years ending in 2020 through 2036.

The valuation allowance for deferred tax assets as of September 30, 2016 is $0.7 million. There was no change
in the total valuation allowance for the year ended September 30, 2016. The valuation allowance as of
September 30, 2016 is primarily related to state net operating loss carryforwards that, in the judgment of
management, are not more likely than not to be realized. In assessing the realizability of deferred tax assets,
management considers whether it is more likely than not that some or all of the deferred tax assets will not be
realized. When evaluating the need for a valuation allowance, the Company considers the operating and tax
results of INTL FCStone, as income taxes are allocated to the Company on a pro-rata basis.

INTL FCStone carned U.S. federal, state, and local taxable income (losses) for the years ending September 30,
2016,2015, and 2014 of $(9.7) million, $16.5 million, and ($18.4) million, respectively. There are no significant
differences between actual levels of past taxable income (losses) and pre-tax book income (losses) in these
jurisdictions. INTL FCStone considered the existence of deferred tax liabilities and available tax planning
strategies when evaluating the realizability of deferred tax assets. Based on the reversal of deferred tax liabilities
and tax planning strategies that can be implemented by INTL FCStone, management belicves that it is more
likely than not that the Company will realize the tax benefit ofthe deferred tax assets, net of the existing valuation
allowance, within 11 years.

INTL FCStone has open tax years that include the activities of the Company, ranging from September 30, 2010
through September 30, 2016 with various taxing authorities.

16 - Transactions with Affiliated Companies

The Parent holds the operating assets and liabilities for the Company’s debt origination business, and transfers
the net revenues from these activities to the Company on a monthly basis. As of September 30, 2016, there were
notes receivable of $4.8 million, loans payable under participation agreements of $4.6 million, along with the
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related accrued interest receivable of $196 thousand and accrued interest payable of $92 thousand. Net revenues
allocated to the Company by the Parent totaled $1.0 million for the year ended September 30, 2016, and is
included in ‘consulting, management, and underwriting’ in the statement of income.

The Company received a management fee of $7.1 million for providing certain support services to an affiliate,
INTL FCStone Ltd, for the year ended September 30, 2016. These revenues are included in ‘consulting,
management, and underwriting’ in the statement of income.

The Company provides risk management and clearing and transaction services to an affiliate, INTL FCStone
Markets, LLC, (“INTL FCStone Markets™). As part of its risk management business, the Company receives
trading revenue that is generated from OTC derivative trades done through its affiliate. In addition, the Company
charges clearing and transaction fees to INTL FCStone Markets related to commodity futures and options on
futures accounts that are utilized to hedge its OTC transactions. The trading revenues are recorded in ‘principal
transactions, net’ and the clearing and transaction fees are recorded in ‘commissions and clearing fees’ in the
statement of income. Revenues billed for these services to INTL FCStone Markets for the year ended
September 30, 2016 were $24.9 million. The Company enters into similar transactions with other affiliated
entities, which resulted in revenue for the year ended September 30, 2016 of $2.4 million.

The Company incurs clearing costs from certain affiliates, based on service agreements between the parties.
Clearing costs, included in ‘clearing and related expenses’, recorded for the year ended September 30, 2016
were $1.8 million.

The Company also obtains operational support for the Company’s business activities in U.S. and international
Jurisdictions and certain administrative services, which are recognized through a management service fee of
$17.7 million included in ‘management services fees to affiliates’, billed by INTL FCStone during fiscal 2016.
These charges are considered a reasonable estimation of the cost of services provided, and represent an allocation
of the costs incurred by INTL FCStone to provide such services.

In the ordinary course of business, the Company completes transactions and pays certain costs on behalf of the
Parent and affiliated subsidiaries of INTL FCStone. As of September 30, 2016, the Company had receivables
from affiliates of $2.2 million, primarily related to revenues charged to affiliates and the reimbursement of
expenses paid on behalf of affiliates. Additionally, the Company pays introducing broker commissions and
management fees, discussed above, to certain affiliates based on revenues generated for the Company, and
reimburses certain affiliates for costs paid on its behalf. As of September 30, 2016, the Company had payables
to affiliates of $26.2 million related to introducing broker commissions and management fees and reimbursement
of expenses. There can be no assurances that such transactions would have occurred under the same terms and
conditions with an unrelated party. The Company settles its receivable and payable balances with its affiliates
in a timely manner.

The Company has commodity futures and options on futures accounts for its customers with its affiliates. In
addition, the Company maintains commodity futures and options on futures accounts on behalf of its affiliates
and the customers of its affiliates. As of September 30, 2016 the net balances of these accounts, which totaled
$30.6 million and $131.2 million, are included in deposits with and receivables from broker-dealers, clearing
organizations and counterparties and payables to customers, respectively, on the statement of financial condition.
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Note 17 - Financial Instruments with Off-Statement of Financial Condition Risk

The Company is a party to financial instruments in the normal course of its business through customer trading
accounts in exchange-traded derivative instruments. These instruments are primarily the execution of orders for
commodity futures and options on futures contracts on behalf of its customers, substantially all of which are
transacted on a margin basis. Such transactions may expose the Company to significant credit risk in the event
margin requirements are not sufficient to fully cover losses which customers may incur. The Company controls
the risks associated with these transactions by requiring customers to maintain margin deposits in compliance
with individual exchange regulations and internal guidelines. The Company monitors required margin levels
daily and, therefore, may require customers to deposit additional collateral or reduce positions when necessary.
The Company also establishes contract limits for customers, which are monitored daily. The Company evaluates
each customer’s creditworthiness on a case-by-case basis. Clearing, financing, and settlement activities may
require the Company to maintain funds with or pledge securities as collateral with other financial institutions.
Generally, these exposures to both customers and exchanges are subject to netting, or customer agreements,
which reduce the exposure to the Company by permitting receivables and payables with such customers to be
offset in the event of a customer default. Management believes that the margin deposits held are adequate to
minimize the risk of material loss that could be created by positions heldas of September 30, 2016. Additionally,
the Company monitors collateral fair value on a daily basis and adjusts collateral levels in the event of excess
market exposure. Generally, these exposures to both customers and counterparties are subject to master netting,
or customer agreements which reduce the exposure to the Company.

Derivative financial instruments involve varying degrees of off-statement of financial condition market risk
whereby changes in the fair values of underlying financial instruments may result in changes in the fair value
of the financial instruments in excess of the amounts reflected in the statement of financial condition. Exposure
to market risk is influenced by anumber of factors, including the relationships between the financial instruments
and the Company’s positions, as well as the volatility and liquidity in the markets in which the financial
instruments are traded. The principal risk components of financial instruments include, among other things,
interest rate volatility, the duration of the underlying instruments and changes in commodity pricing and foreign
exchange rates. The Company attempts to manage its exposure to market risk through various techniques.
Aggregate market limits have been established and market risk measures are routinely monitored against these
limits.

As a broker-dealer in U.S. Treasury obligations, U.S. government agency obligations, and agency mortgage-
backed and asset-backed obligations, the Company is engaged in various securities trading, borrowing and
lending activities servicing solely institutional counterparties. The Company’s exposure to credit risk associated
with the nonperformance of counterparties in fulfilling their contractual obligations pursuant to these securities
transactions and market risk associated with the sale of securities not yet purchased can be directly impacted by
volatile trading markets which may impair their ability to satisfy outstanding obligations to the Company. In the
event of non-performance and unfavorable market price movements, the Company may be required to purchase
or sell financial instruments, which may result in a loss to the Company.

The Company does not anticipate non-performance by counterparties in the above situations. The Company has
a policy of reviewing the credit standing of each counterparty with which it conducts business. The Company
has credit guidelines that limit the Company’s current and potential credit exposure to any one counterparty.
The Company administers limits, monitors credit exposure, and periodically reviews the financial soundness of
counterparties. The Company manages the credit exposure relating to its trading activities in various ways,
including entering into collateral arrangements and limiting the duration of exposure. Risk is mitigated in certain
cases by closing out transactions and entering into risk reducing transactions.
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Note 18 - Business and Credit Concentrations

The Company and its subsidiaries are engaged in various trading and brokerage activities in which counterparties
primarily include broker-dealers, banks and other financial institutions. In the event counterparties do not fulfill
their obligations, the Company may be exposed to risk. The risk of default depends on the creditworthiness of
the counterparty or issuer of the instrument. It is the Company’s policy to review, as necessary, the credit standing
of each counterparty.

A significant portion of the Company’s customers are concentrated in the agricultural and energy sectors and
related industries and the Company could be impacted by government policies and regulations affecting those
industries. Economic forces, including agricultural commodity, energy, and financial markets, as well as
government policies and regulations affecting the agricultural sector and related industries could adversely affect
its operations and profitability. Agricultural production and trade flows are significantly affected by government
policies and regulations which might include items, such as taxes, tariffs, duties, subsidies, and import and export
restrictions on agricultural commodities and commodity products. These policies and regulations can influence
industry profitability, the planting of certain crops versus other uses of agricultural resources, the location and
size of crop production, whether unprocessed or processed commodity products are traded, and the volume and
types of imports and exports. No single customer accounted for more than 10% of the Company’s revenues in
the year ended September 30, 2016. During the year ended September 30, 2016, approximately 7% of total
revenues were generated from office locations servicing customers outside the U.S.



INTL FCStone Financial Inc.

Schedule I

Computation of Net Capital Under Rule 15¢3-1 of the Securities and Exchange Commission

September 30, 2016
(Amounts in thousands)

Total stockholder's equity
Other deductions - pension liability
Total capital
Deductions and/or charges:
Nonallowable assets:
Receivables from customers - commodity accounts
Exchange memberships
Investment in and receivables from affiliates
Property and equipiment, net
Goodwill and intangible assets, net
Other assets

Additional charges for customers' and noncustomers' security accounts
Additional charges for customers' and noncustomers' commodity accounts
Aged fails-to-deliver
Commodity futures contracts and spot commodities proprietary capital charges
Other deductions and/or charges
Total deductions and/or charges
Net capital before haircuts on securities positions (tentative net capital)
Haircuts on securities:
U.S. and Canadian government obligations
State and municipal government obligations
Corporate obligations
Stocks and warrants
Other securities

Net capital

Net capital requirement, as computed below
Excess net capital above requirement

Computation of alternative net capital requirement:
Risk based requirement
Amount of customer risk maintenance margin requirement
8% of customer risk maintenance margin requirement

Amount of non-customer risk maintenance margin requirement
8% of non-customer risk maintenance margin requirement

Minimum dollar amount requirement
Minimum CFTC net capital requirement

CFTC early warning level (110% of risk based requirement)

1,589
5,684
2,188
2,508
21,581
11,022
44,572

140
617
428

86

27,141
2,090
1,149
9,291

966,499

55,363

$ 251,923
1,427
250,496

13,883

59,726
190,770

10,255

49,926
140,844

— e

81,749
59,095

359,095

$ 77,320

4,429
3 s

1,000

$=
$ 81,749

§ 89924

Note: There are no material differences between the preceding computation and the Company’s corresponding

unaudited Part [T of Form X-17A-5 filing as filed on October 25, 2016.

See accompanying report of independent registered public accounting firm.
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Schedule 11
INTL FCStone Financial Inc,
Computation for Determination of Reserve Requirements
Under Rule 15¢3-3 of the Securities and Exchange Commission
September 30, 2016

The Company claims exemption from the provisions of Section 403.4 of the Regulations under Section 15C of the
Securities Exchange Act of 1934 under paragraph (k)(2)(i) and (k)(2) (ii) of Rule 15¢3-3 as of and for the year

ended September 30, 2016 and, therefore, is not required to maintain a “Special Reserve Bank Account for the
Exclusive Benefit of Customers”.

See accompanying report of independent registered public accounting firm.

Schedule I11
INTL FCStone Financial Inc.
Information Relating to Possession or Control Requirements under Rule 15¢3-3
September 30, 2016

The Company claums exemption from the provisions of Section 403.4 of the Regulations under Section 15C of the
Securities Exchange Act of 1934 under paragraph (k)(2)(i) and (k)(2) (i1) of Rule 15¢3-3 as of and for the year
ended September 30, 2016 and, therefore, is not required to present any information relating to possession or
control requirements.

See accompanying report of independent registered public accounting firm.
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INTL FCStone Financial Ine.

Schedule of Segregation Requirements and Funds in Segregation
for Customers’ Regulated Commeodity Futures and Options Accounts
September 30, 2016
(Amounts in thousands)

Segregation requirements:
Net ledger balance — cash
Net ledger balance — securities (at market)
Net unrealized profit in open futures contracts traded on a contract market
Fair value of open option contracts purchased on contract markets
Fair value of open option contracts sold on contract markets
Net equity
Add accounts liquidating to a deficit and accounts with debit balances
Less: amount offset by customer securities

Amount required to be segregated
Funds in segregated accounts:
Deposited in segregated funds bank accounts:
Cash
Securities representing investments of customers’ funds (at market)
Securities held for particular customers or option customers in lieu of cash (at market)
Margins on deposit with clearing organizations of contract markets:
Cash
Securities representing investments of customers’ funds (at market)
Securities held for particular customers or option customers in lieu of cash (at market)
Net settlement due to derivatives clearing organizations of contract markets
Exchange-traded options:
Value of open long option contracts
Value of open short option contracts
Segregated funds on hand
Total amount in segregation
Excess funds in segregation

Schedule IV

$ 1,861,479
76,403
213,087
857,222
(882,186)
2,126,005
2,613

(2,224)

2,126,354

383,553
595,378
1,833

299,907

857,102
51,317
(9.,481)

857,222
(882,186)

23,252

2,177,897

3 5L

Note: There are no material differences between the preceding computation and the Company’s cotresponding

unaudited Part II of Form X-17A-5 filing as filed on October 25, 2016.

See accompanying report of independent registered public accounting firm.
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Schedule of Secured Amounts and Funds Held in Separate Accounts for
Foreign Futures and Foreign Options Customers
Pursuant to Regulation 30.7 under the Comm odity Exchange Act

September 30, 2016
(Amounts in thousands)

Funds deposited in separate Regulation 30.7 accounts:
Cash in bank
Equities with registered futures commission merchants:
Cash
Amounts held by clearing organizations of foreign boards of trade:
Cash
Settlement
Fair value of open option contracts purchased on contract markets
Fair value of open option contracts sold on contract markets
Amounts held by members of foreign boards of trade:
Cash
Value of long option contracts
Value of short option contracts
Total funds in separate Section 30.7 accounts

Amount required to be set aside in separate Section 30.7 accounts

Excess funds set aside for secured amount

Schedule V

$ 70,518
3,609

6,925
(39)
119

(341)

26,602

624
(327)

107,690

91,283

$ 16,407

Note: There are no material differences between the preceding computation and the Company’s corresponding

unaudited Part IT of Form X-17A-5 filing as filed on October 25, 2016.

See accompanying report of independent registered public accounting firm.
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KPMG LLP

Suite 1100

1000 Walnut Street

Kansas City, MO 64106-2162

Report of Independent Registered Public Accounting Firm
on Internal Control Pursuant to Commodity Futures Trading Commission Regulation 1.16

The Board of Directors
INTL FCStone Financial Inc.:

In planning and performing our audit of the financial statements of INTL FCStone Financial inc. (the Company),
as of and for the year ended September 30, 2016, in accordance with standards of the Public Company
Accounting Oversight Board (United States), we considered the Company's internal control over financial
reporting (internal control) as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the

Company's internal control. Accordingly, we do not express an opinion on the effectiveness of the Company's
internal control.

Also, as required by Regulation 1.16 of the Commodity Futures Trading Commission (CFTC), we have made a
study of the practices and procedures followed by the Company including consideration of control activities for
safeguarding customer and firm assets. This study included tests of such practices and procedures that we
considered relevant to the objectives stated in Regulation 1.16, in making the following:

1. The periodic computations of minimum financial requirements pursuant to Regulation 1.17;

2. The daily computations of the segregation requirements of Section 4d(a)(2) of the Commodity Exchange
Act and the regulations thereunder, and the segregation of funds based on such computations; and

3. The daily computations of the foreign futures and foreign options secured amount requirements pursuant to
Regulation 30.7 of the CFTC.

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates and
judgments by management are required to assess the expected benefits and related costs of controls, and of
the practices and procedures referred to in the preceding paragraph, and to assess whether those practices
and procedures can be expected to achieve the CFTC's previously mentioned objectives. Two of the objectives
of internal control and the practices and procedures are to provide management with reasonable but not
absolute assurance that assets for which the Company has responsibility are safeguarded against loss from
unauthorized use or disposition, and that transactions are executed in accordance with management's
authorization and recorded properly to permit the preparation of financial statements in conformity with U.S.
generally accepted accounting principles. Regulation 1.16(d)(2) lists additional objectives of the practices and
procedures listed in the preceding paragraph.

Because of inherent limitations in internal control and the practices and procedures referred to above, error or
fraud may occur and not be detected. Also, projection of any evaluation of them to future periods is subject to
the risk that they may become inadequate because of changes in conditions or that the effectiveness of their
design and operation may deteriorate.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,

wership and the U.S, memner
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misstatements on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in
internal control that is less severe than a material weakness, yet important enough to merit attention by those
charged with governance.

A material weakness is a deficiency, or combination of deficiencies, in internal control, such that there is a
reasonable possibility that a material misstatement of the Company's financial statements will not be prevented
or detected and corrected, on a timely basis.

Our consideration of internal control was for the limited purpose described in the first and second paragraphs
and would not necessarily identify all deficiencies in internal control that might be material weaknesses. We did
not identify any deficiencies in internal control and control activities for safeguarding customer and firm assets
that we consider to be material weaknesses, as defined previously.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the CFTC to be adequate for their purposes in accordance with the
Commodity Exchange Act and related regulations, and that practices and procedures that do not accomplish
such objectives in all material respects indicate a material inadequacy for such purposes. Based on this
understanding and on our study, we believe that the Company's practices and procedures, as described in the
second paragraph of this report, were adequate at September 30, 2016, to meet the CFTC’s objectives.

This report is intended solely for the information and use of the Board of Directors, management, the CFTC,
and other regulatory agencies that rely on Regulation 1.16 of the CFTC in their regulation of registered futures
commission merchants, and is not intended to be and should not be used by anyone other than these specified
parties.

KPMe LIP

November 28, 2016




KPMG LLP

Suite 1100

1000 Walnut Street

Kansas City, MO 64106-2162

Report of Independent Registered Public Accounting Firm

The Board of Directors
INTL FCStone Financial Inc.:

We have reviewed management’s statements, included in the accompanying INTL FCStone Financial Inc.'s
Rule 15¢3-3 Exemption Report (the Exemption Report), in which (1) INTL FCStone Financial Inc. (the
Company) identified the following provisions of 17 C.F.R. § 15¢3-3 (k) under which the Company claimed an
exemption from 17 C.F.R. § 240.15¢3-3 (2)(i) and (2)(ii) (the exemption provisions); and (2) the Company
stated that it met the identified exemption provisions throughout the year ended September 30, 2016 without
exception. The Company’s management is responsible for compliance with the exemption provisions and its
statements.

Our review was conducted in accordance with the standards of the Public Company Accounting Oversight
Board (United States) and, accordingly, included inquiries and other required procedures to obtain evidence
about the Company's compliance with the exemption provisions. A review is substantially less in scope than an
examination, the objective of which is the expression of an opinion on management's statements. Accordingly,
we do not express such an opinion.

Based on our review, we are not aware of any material modifications that should be made to management’s
statements referred to above for them to be fairly stated, in all material respects, based on the provisions set
forth in paragraph (k)(2)(i) and (k){2)(ii) of Rule 15c3-3 under the Securities Exchange Act of 1934.

P LIP

November 28, 2016




INTL FCStone Financial Inc.
Rule 15¢3-3 Exemption Report
Year Ended September 30, 2016

INTL FCStone Financial Inc.’s Exemption Report

INTL FCStone Financial Inc. (the “Company”) is a registered broker-dealer subject to Rule 17a-5 promulgated by the
Securities and Exchange Commission (17 C.ER. §240.17a-5, “Reports to be made by certain brokers and dealers™).
This Exemption Report was prepared as required by 17 CF.R. § 240.17a-5(d)(1) and (4). To the best of its knowledge
and belief, the Company states the following:

(1) The Company claimed an exemption from 17 C.FR. § 240.15¢3-3 under the following provisions of 17 C.F.R.
§ 240.15¢3-3 (k): (2)(1) and (2)(ii)

(2) The Company met the identified exemption provisions in 17 C.F.R. § 240.15¢3-3(k) throughout the most
recent fiscal year without exception.

INTL FCStone Financial Inc.

I, William J. Dunaway, affirm that, to.my best knowledge and belief, this Exemption Report is true and correct.

U

Title: Chief Financial Officer
November 28, 2016




